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SUBJECT: GOC REQUESTS PURCHASE AUTHORIZATION EOR REMAINING FY-76 
PL-480 

1. MINISTER ECONOMY DE CASTRO HAS TELEPHONED AGRICULTURAL ATTACHE 
TO REQUEST EMBASSY ASSISTANCE IN OBTAINING WASHINGTON APPROVAL 
(A) EOR TENDERING AND PERMIT CONTRACTING IN CHILE THE REMAINING 
100,000 MT OF PL-480 WHEAT FROM THE 76 PROGRAM AND (B) FOR 

ISSUING PURCHASE AUTHORIZATION SOONEST TO PERMIT CONTRACTING BY 
NOV. 10 AND ARRIVAL OE WHEAT IN CHILE BY BEGINNING DECEMBER. 

MINISTER INDICATED WHEAT SUPPLY AND STOCKS TIGHT AND UNLESS PL-480 
WHEAT MADE AVAILABLE CHILE EOOD DISTRIBUTION AGENCY (ECA) 

WOULD HAVE TO BUY IMPORTED WHEAT IN OPEN MARKET. WHEN ATTACHE 
ASKED ABOUT UMR IMPORTS, MINISTER SAID THAT THEY WANTED TO DELAY UMR 
PURCHASES UNTIL JAN- JUNE PERIOD DUE SHORTAGE FOREIGN EXCHANGE. 

2. PROBLEM IS THEREFORE TWO-FOLD. THE FIRST INVOLVES THE AMOUNT 
OF WHEAT STOCKS THE GOC WILL REQUIRE IN ORDER TO MEET ESTIMATED 
FOOD USE DEMANDS EOR JANUARY-FEBRUARY 1976. AGRATT ESTIMATES 
JANUARY 1, 1975 STOCK PLUS GOC AND MILLERS PURCHASES FROM 
DOMESTIC PRODUCTION PLUS IMPORTS IN CY 1975 (INCLUDING 200,000 MT 
FY 76 PL-480 PROGRAM) TOTAL 1.35 MILLION TONS. THIS WOULD 
REPRESENT LOWEST FOOD USE IN SEVERAL YEARS AND LEAVE NO CARRY- 
OVER STOCK. MINIMUM 200,000 TONS CARRY-OVER STOCK WILL BE NEEDED 
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TO AVOID DISRUPTION IN BREAD AVAILABILITY. THUS, GOC WILL HAVE 
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TO BUY UMR WHEAT IN ADDITION TO REQUESTED PL-480 PURCHASE IN 
ORDER TO PROVIDE FOR JANUARY 1976 BREAD NEEDS. 

3. THE SECOND PROBLEM IS THAT OF FOREIGN EXCHANGE SUFFICIENT 
TO PAY FOR THESE UMR IMPORTS. AGRATT AND EMBOFF MET WITH DE 
CASTRO AND ECA PRESIDENT HERNAN GARCIA NOVEMBER 4 

TO CLARIFY QUESTION OF ADEQUACY OF GOC FOREIGN EXCHANGE 
AVAILABILITIES. CLEARLY, DE CASTRO STILL HOPES NOT TO DIP FURTHER 
INTO RESERVES AT THIS TIME. POINT WAS MADE TO HIM VERY EMPHATICALLY, 
HOWEVER, THAT GOC WILL HAVE TO MAKE SOME UMR IMPORTS EVEN ASSUMING 
PL-480 SHIPMENTS FORTHCOMING AS REQUESTED. 

4. RESPONDING TO THIS POINT, DE CASTRO SAID THAT FOREIGN EXCHANGE 
POSITION OF CENTRAL BANK VERY TIGHT AT MOMENT AS RESULT OF RECENT 
REPAYMENT US $70 MILLION BANK LOAN. GOC EXPECTS TO NEGOTIATE SUB- 
STANTIAL LOAN PACKAGE WITH US BANKS SOON. DE CASTRO CLAIMED THAT 
CENTRAL BANK'S CASH POSITION WOULD, ASSUMING SUCCESSFUL NEGOTIATION, 
BE MUCH BETTER IN EARLY 1976 AND CHILE WOULD HAVE NO PROBLEM IN 
FOREIGN EXCHANGE NECESSARY TO PAY FOR UMR IMPORTS. 

4. EMBASSY TRUSTS THAT CONCERNED AGENCIES WILL RESPOND FAVORABLY 
TO GOC REQUEST, WHICH IF NOT MET, WILL ADD TO PRESENT GOC BOP 
DIFFICULTIES. 

5. ACTION REQUESTED: CONCERNED AGENCIES APPROVE PA. 

POPPER 
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